Abstract
Introduction
The objective of this study is how the financial and economical crisis in European union affected the overall economy in Albania. Starting as a financial sector crisis and soon extending to a global scale, the world financial crisis has assumed the features of a deep, all-encompassing economic crisis. It is clear that the financial figures show a stiff decline on the Albania's performance, resulting in high unemployment, high informal market, un stable inflation and critical levels of remittances. It is important to mention that the remittances played a crucial role in the history of Albania feeding many domestic families and businesses, accompanied by big names if Bank Industry such as NBG, Emporiki Bank, Intesa San Paolo (Italian ownership) and many others which come from states with the highest level immigrants and abroad incomes.
The crisis showed none the less that new regulations must be written and approved , markets should be more supervised. The governments should regulate and direct different sectors of economy. In Albania, sectors like production, construction and services felt a high need of liquidity, as a result many of them declared bankruptcy.
On the political side, the true situation of Albania was faded and protected from governments implying that the European crisis is not and will not affect the domestic economy. It must be said that till 2009, even from international institutions like World Bank, our economy was immune and gave the idea of a stable and strong economy, neglecting the fact of the increasing at high leaps of public debt and stocks, which showed afterward the short terms decisions were not enough. In the next years, Albania was influenced as all the Balkan states from the crisis into shrinking of foreign investments and unstable macroeconomic policies. Experts tend to say that this late result was due to having small economies and stable banking system.
Literature Review
In order to explore how the EU debt crises would translate into an economy like Albania, we have looked into a few relevant studies. Our focus is to explain the growth prospect and debt crises of an economy and how it impacts on other economies because of ex-posed global linkages.
Calvo (1998) explained that countries that join a monetary union lose more than one instrument of economic policy such as their capacity to issue debt in a currency. Thus member countries of a monetary union become vulnerable because of the liquidity flows triggered by changing market sentiments which ultimately connects to solvency crises. Eichengreen et al. (2005) further explained that the liquidity crisis raises the interest rate which in turn leads to a solvency crisis which is not unique for members of a monetary union. There are further important implications of the increased vulnerability of member-countries of a monetary union. De Grauwe (2011) and Wolf (2011) illustrated that countries in a monetary union can be forced into a bad equilibrium, characterized by deflation, high interest rates, high budget deficits and a banking crisis as because members of a monetary union loose much of their capacity to apply counter-cyclical budgetary policies. Danieal et al. (2010) studied fiscal consolidation in M. M. SHIRAJ ET AL. 522 advanced economies over the past 30 years by using simple statistical techniques to investigate the short-term growth effects of consolidation and how those effects are influenced by such factors as monetary policy, international trade, the form of the consolidation and perceived sovereign risk. Their studies found that, fiscal consolidation typically has a contractionary effect on output. Generally the central banks offset some of these pressures by cutting policy interest rates. However the longer-term rates also typically decline, resulting in the impact on consumption and investment. In addition net exports spur due to nominal depreciation or currency devaluation.
Bianca et al. (2006) assessed the size and types of costs associated with sovereign default of the emerging market economies witnessed over the past 30 years. Their findings stated that sovereign defaults have the biggest impact on domestic output when they are combined with widespread failure of the domestic banking system and particularly when there is a triple (sovereign, banking and currency) crisis. And in some cases, such as following the Latin American crisis in the early 1980s and the more recent Russian crisis, sovereign defaults have precipitated broader instability in the global financial system. Dooley (2000) showed that default is often associated with a decline in output growth that is assumed to be due to domestic residents being unable to borrow from domestic as well as foreign creditors in the aftermath of crises. Caprio and Klingebiel (2003) explained that sovereign crises have usually materialized in recessions, when government and/or external debt has been large generally over 60% of GDP and the fiscal balance in deficit (of over 2% of GDP). Although annual inflation was rapid in some cases, for example over 50% in Indonesia and Ecuador, it was negative or low in others, such as Argentina and Uruguay. He further noted that nearly all recent debt crises have been associated with a banking and/or currency crisis. Evidence from literature shows that, a crisis usually effects a externally driven economy through the various transmission channels of exports, imports, remittances, aid, foreign direct investment (FDI) flows, employment i.e. labor market, domestic resource mobilization, gross domestic product (GDP) growth and ultimately poverty. Eaton et al. (2008) found that shocks to manufacturing demand, particularly for durables, account for the bulk of the decline in trade/GDP across countries. Karshenas (2009) noted that the impact of the global economic crisis on different LDCs has varied depending on the nature of their trade specialization. He stated that the global economic crisis has led to a sharp reduction in world trade and rapid de-cline in commodity prices and it is one of the main mechanisms through which LDCs have been affected. Be-sides, decline in FDI has affected LDCs, particularly the oil and mineral exporting ones and remittance inflow.
Data and Methodology
In order to examine the relation between nominal interest rate and inflation rate in Albania needs not only the theoretical concepts, but also need a practical and econometric study as well. This study employs quarterly data from 1997 to 2013 so for a 17 year period. The data for this research are obtained from Central Bank of Albania (BoA).
The regression model in this study is: 
GDP and FDI Graph
Abive is the graph of Gdp and Fdi which can be observed that they have affect each other. 
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GDP Histogram
For the GDP the skewness is -0.917929 which is near to 0 and kurtosis is 2.279423 which is near to 3 meaning that the GDP has a normal distribution.
FDI Histogram
For the FDI the skewness is 0.611695 which is near to 0 and kurtosis is 2.043604 which is near to 3 meaning that the FDI has a normal distribution. 
Export Histogram
For the Export the skewness is 0.722897 which is near to 0 and kurtosis is 2.309473 which is near to 3 meaning that the Export has a normal distribution.
Remittances Histogram
For the RMT the skewness is 0.423878 which is near to 0 and kurtosis is 1.692151 which is near to 3 meaning that the GDP has a normal distribution. In Table 5 , Trace test indicates 4 co-integrating equations at the 0.05 level where the Trace statistic is greater than 5% critical value while Max-Eigen value test indicates that there is no co-integration at 0.05 level because Max-Eigen statistic is lower than 5% critical value. In other words GDP and the other three variables: INF, RMT, and the FDI are cointegrated to each other but in the long run this co-integration is weak.
Conclusions
As stated on the above datas and conclsions from the equations, it is proved that GDP is correlated with the variables of RMT, FDI and INF. Albania has been suffering a tightening in budget and rising in public debt. This study has attempted to contribute to the public debate on the current impact of the european crisis on Albania. The pace of the return of Albanian migrants is one of the worrying factors that need to be monitored carefully. Albania in the short term cannot increase its social security net or invest in its health system as it is significantly lowering public spending in order to maintain its public debt at less than 60% of GDP.
The government must stop thinking in short term policies but rather attract foreign investments and make high profit investments.
